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METHODS AND STANDARDS FOR ESTABLISHINGPAYMENT RATES -OTHER typeOF CAREbasisFOR 
REIMBURSEMENT 

07198 1. 	 Special Reimbursementrequirementslor services provided in Hospital Emergency Room and clinic 
settings. 

i 	 When emergency room Servicesare provided fa clients the hospitalis required to code any 
fee-for-serviceclaimswith the emergency r o o m  place of senrice. 

07198 9. encounter rate clinic reimbursement 

07/98 i. For encounter rate clinicsprovidingcomprehensive health Care far women and infantsor mounter 
rate clinics operated by a county with a populationofover three million. payment shall be made at 
the lesser of: 

07/98 A. $50.00 per encounter, or 

07/98 E. The cliniccharge to the general public 

07198 ii. For all other encounter rate clinics, payment shalt be made at the lesser of 

07198 A The clinic'sapproveda l l  inclusiveinterim pel encounterrate as of May 1.1981; or 

07198 -B $50.00 per encouner or 

07/98 C. The dink charge lo the general public. 

07198 h. Psychiatricdink reimbursement 

Reimbursement shall be made under the federallyqualified health center methodology if t h e  dink meek the 
mileria asan FQHC. Otherwise the clinic shall be reimbursed as an encounter rate clinic 

' ,; 
TN # 01-22 APPROVAL DATE EFFECTIVE DATE 01-01-02 

supersedes 
TN # 98-14 
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METHODSAND STANDARDS FOR ESTABLISHING PAYMENT RATES OTHER TYPE OF CARE -BASISFOR 
REIMBURSEMENT 
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METHODSAND STANDARDS FOR ESTABLISHINGPAYMENT RATES -OTHER TYPE OF CARE BASIS FOR 
REIMBURSEMENT 

c 

V. 

n. 

ii. petriaticOutpatientadjustment Payments 

07/98 	 pedriatric Outpaha11adjustment Payments shall be made toall eligible hospitals excluding county-owned 
hospitals and hospitals organized under me universityof illinois hospitalAd, as described in Section c.8. of 
Chapter 11, for outpatient services occurringon or after July 1, 1998in anordance with this section 

I. To qualifyfor payments under this section a hospital musk 

A. be a children's hospital, a5 defined n 89 Ill. Am.Code section c.3.of Chapter 11 and, 

8, 	 have a pediatricM i c a i d  Outpatient Percentage greeter than 80%during h e  pediatric 
Outpatient Adjustment Base Period. 

TN# 01-22 

SUPERSEDES 
TN# 9814 
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METHODS AND STANDARDSFOR ESTABLISHINGPAYMENTrates--other TYPE OF care--
BASIS FOR REIMBURSEMENT 

2. FEDERALLY QUALIFIEDHEALTH CENTERS AND ruralHEALTH CLINICS 

a. Definitions. 

“federally qualified healthcentof (FQHC) means a healthcam povider that receives a 
grant under section 330 ofthe public Health service act M be determinedto meetthe 
requirementsfor receiving such a grant by Health resources and Services 
administration 

'Rural health clinic' (RHC) means a health care provider that has been designated by 
the US. PublicHealth Service, or by the Governor and approved by the US. Public 
Health Senrice,  in accordance with the rural health clinics At3 to be a RHC. 

'Center,' for the purposesof this section, means both a FQHC and a RHC. 

'Behavioral Health services,” for the bum- ofthis section, means servicesprovided 
by a licensedclinical psychologist or licensedclinical social work
'Visitinn Nurse Services.' for the purposes of this section, meansservicesprovidedin a 
patient'shome by a reaidered nume or b o d practical nu= in a d e w 4  home 
health shortage area. 

b. reimbursement 

TheCenterswill be reimbursed under a prospective payment system (PPS), R
1,for 100 
percent of the average of the coststhat are reasonableand related to the cost of 
furnishing such serv ices  by the Center in accordancewith the provisions of federallaw 
142 USC 1398a(aa)). Basetine payment rates will be determined individually for each 
enrolledIIed Center. Once determinedthe baseline payment rat!?will be adjustedannuallye 

&no the Medicare economicindex(MEI).Paymentforservicesprovided an or after 

January 1.2001. shed be made using specificrates for each center as specified
- e r e t n .h 

Payment for services provided on orafter January 1,2001. shall be made using a 
specific **for each Center asspecified herein. 
1. Baseline payment rates. 

A. 	 For each Center, the Departmentwill calculate a baseline medical encounter 
rate and, for each Center that that Isenrolled with the department to provide
behavioralH& Sewices , Visitinn Nurse Services ordental w. 

4 

the department will calculate8 baseline Behavioral HealthServices.Visiting
Nurse Service or dental encounter rate, using the methodology specified herein. 
The cost basis for the baseline rates shall be drawn from individual centercost 
reports for Center fiscal p a n  ending in 1999 and 2000 of.in the instanceof a 
Center that did not operate during the entirety of those periods, Cost reportsthat 
cover the podions of those periodsduringwhich the Center was In operation. 

TN #01-022 Approval date: effective Date: 01/01/2002 
SupersedesTN 1101-010 
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METHODS AND STANDARDS FOR ESTABLISHINGPAYMENT RATES--oTHER TYPE OF CARE-
BASIS FOR REIMBURSEMENT 

E. 	 The baseline payment rate shall be based upon allowable costs. reported by the 
Center, that are determined by the Department to be reasonable and efficient. 
The memod for determining allowabledux4 cos?factors is similar to that used f o r  
Medicare142 USC 139591. with the followingsignificant 
differences The Department's methodologyshall:(1) 

considers costs associated with sentices not covered under 
Medicare (e.g., pharmacy, patient transportalion, medical case management, 
health education.and nutritional counseling).and, (2) applyreasonable 
constraints on allowablew e b a d  cost, as described in v below, and 13) a m y  
reasonable constraintson the total cost per encounter. 

- The baseline payment rate for a Center shallbe the average arithmetic mean) ofC. 
the annual reasonablecosts per encounter. calculated separately for each the 
fiscal years for which cast report data must be submitted, using the methodology 
specified in 0, E. F. and G for the medlcal encounterrate. aed�W4h dental 
encounterrate, BehavioralHealth Services encounter rate and visiting Nurse 
encounter rate respectively, 

D. Annual reasonable cast per medical encounter. 

4 .  The annual reasonablecost per medical encounter shall be the lesser of 

- The annual cost pet encounter. asCalculatedin 0.4, or 
- The reasonable cost of prowding a medial encounter, which shall be 

105 percent of the statewide medianof the calculated annual costs per 
encounter for FQHCs or RHCs, as Me case may be. 

2 Gore setvices component 

The corn servicescomponent is the sum of the following two components: 

- The allowable direct cost per encounter.which is the quotient of the 
allowable direct cost.as defined in I.B, forcore services divided by the 
greater of (1)enumber  of encounters reported by direct staff (e.a., staff 
specified in v.A and. for the determinationof encounter paymentrates 
effective prior to january 1.2002.subparagraph v.c.or (2) Me number 
of encounters resulting from the application of the minimum efficiency 
standard foundin v.A and v.C, and 

- The allowable overheadcost per encounter. which is the product of the 
allowable direct cost per encountermultiplied by the Center's allowable 
overhead ratefactor. 

TN #01-022 approvaldate: - Effective Date: 0110112002.v. r 4 
Supersedes TN #01-010 
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METHODS AND STANDARDS FOR ESTABLISHING PAYMENT rates--otherTYPE Of CARE-
BASIS FOR REIMBURSEMENT 

3. supplemental services component. 

The supplementalservicescomponent is the sum 01the followingtwo 
components: 
- The allowable supplemental cost per encounter. which is the quotient of 

the cost of services bo.pharmacy, patient transgoflation, medicalcase 
management. h e m  education, nutritional counseling,ana other now 
core services excepting core services dentalservices, and 
effective january 1.2002. Behavioral healthServices and W i n g  
Nurses Services provided by the Center. divided by the greater of 
(1) the number of encounters reporled by direct staff or (2)the number 
of encounters resultingfrom appliction of the minimum productivity 
standard found in v.A and v.C, and 

- The allowable overhead cost per encounter. which is the produd of the 
allowable supplemental cost p e r  encounter multiplied by the Centers 
allowable overhead ale factor. 

4. Annual cost per encounter. 

The annual comer  medical encounter is the sum of the core 
services component, asdeterminedin D.2, and the supplemental services 
component. asdetermined in D.3. 

E. Annual reasonable cost per dental encounter 
1, The annual reasonable cost per dental encountershall be the lesser of: 
- The annual cos4 per encounter, as calculated in E.2; w 
- The reasonable costof providing a dental encounter, which shall be 105 

percent of the statewide median ofthe calculated annual costs pet 
encounter forFQHCs or RHCs, as the case may be. 

2. Annual cost per encounter. 

The annual cost per encounter is the sum of the followingtwo components: 

- The a b a b l e  dim! cast per encounter. which is the quotient of the 
allowable direct dentalcost.asdefined in 1.8. divided by the greater of 
(1) the number of encountersreported by direct dental staff or (2) the 
number of encounter, resulting fromthe applicationof the minimum 
efficiency standard found in v.b. and 

- The allowable overbeadcost per encounter, which is the productof the 
allowable direct cost per encounters multiplied by the Center's allowable 
overtteed rate factor. 

, . ;,\ EffectiveDale: 01/01/2002 

* )\\\: i 

TN #01-022 

Supersedes TN #01-010 

Approval date: ! *  
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F Annual reasonablecost Der behavioral healthServices encounter 

Effectivefor services-provided onor after January 1.2002. a separate annual 
leasonablecost per Behavioral health Servlceencounter shall be determined. 

1. The annual reasonable cost Der Behavioral Health Service encounters shall 
be the lesser of: 
- The annual cost per encounter. as calculated in F.2: or 
- The reasonable cost of providing a behavioralhealth encounter, which 

shall be 105 percentof the statewide median of the calculated annual 
costs Der encounter for FQHCs or rhcs, as the case may be. 

2. Annual costper encounter. 

The annual costper encounter is the sum of the following two components: 

- The allowable direct cost per encounter. which is  the quotient of the allowable 
dire1 cost for Behavioral Health services, as defined in i.B.divided by the 
Beater of ( 1  ) the number ofencounters reponed by direct behavioral health 
staff or (2) the number of mounters resulting hornthe applicationofthe 
minimum efficiency standard found in v.C, and 

- The allowable overhead cost per encounter, which is the product of the 
allowabledirect COS[ per encounter multipliedby the center’s allowable 
overhead rate factor.Annual rearonable cost per Visiting Nus8 Services 
encounter 

g. Effective for services provided on or after january 1.2992. a separate
annual reasonable cost per visiting Nurse Servicesencounter shall be 
determined. 

1. 	 The annual reasonablecost p e r  visiting Nurses Servlce encounters shall be 
the lesser of: 

- The annual cost per encounter. as calculated in G.2; or 

- The reasonablecost of providing a visiting Nurse encounter. which Shall 
be 105 percent of the statewide median of the calculate6 annual costs 
p e r  encounter for FQHCsor RHCs.as thecase may be. 

2. Annual cast Der encounter. 

The annualcost Der encounter is the sum of the followingtwo components 

- Theallowabledirectcostperencounter,whichisthequotientofthe 
allowable dim1 cost for visiting Nurse Services. as defined in i.b, divided 
bythe greater of (1) the numberof encounters reported by direct Visiting
Nurse staff, or (21 the number of encounters resulting from the 
application of the minimum efficiency standard found in v.d. and 

- The allowable overhead cost per encounter. which is the produdof the 
allowable direct cost per encountermultiplied by the Center‘s allowable 
overhead fatefactor 

Approval date: , \ ’’,: 
.,..<~ 

Effective Date. 01/01/2002TN #01-022 
supersedes TN #01-010 
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METHODS AND STANDARDS FOR ESTABLISHINGPAWENT rates--other TYPE OF CARE-
BASIS FOR REIMBURSEMENT 

6.3For any individualeligible under the medical assistance progrms 4mkMomd 
&Center may bill only one medicalencounter,one 

dental encounter,one behavioral h e m  e mandonevisiting Nurse 
encounterper day. A Center will be reimbursed for a service on& if it has 
enrolled with the department lo provide &ats e r v i c e ,  

-I .  claims submined to the department must comply with the requirements inthe 
applicable provider handbook and relaled provider notices and must Identify all 
services provided during the encounter. 

ii. Cost basis. 

Each Center must annually complete a cost report in a format specifled by the 
department for the center’s f i s c 0 1  year. Each FQHC must also annually submit a 
copy of financial statements auditedby an independent certified Publicaccountant 
The cod report and audited financialstatements must be filed with the Department 
within 180days of the close of the Center'sfiscal  year, except for cud reportsand 
auditedfinancial statements lor Center fiscal yeam 1999 and Z O O  which. in the case 
of FQHCs must be filed with the Departmentno later Inan November 30,2001, and 
in the case of RHCs. must be filed no later than Man3 30,2002. except for the first 
year during which the Center begins operations, the cod report mud cover a full 
fiscalyear ending on June 30 or other fiscet year which has been approved by the 
Department. payments will be withheld from any Center which has not submitted 
the costreport by the applicable filing tleaWw,-a 

untilsuch time as the reports or audited slate& am received and approved by
the department. 

iii. Establishment of initial year payment amount for a new Center. 
For any Center that beginsoperation Mor after january 1,2001. the payment fate 
per encounter shall be =median of the payment rates per encounter of neighboring
FQHCsor RH-, as the case may be, with similar caseloads osdetermined by the 
department If the Departmentdeterminesthat them am no such comparable 
Centem, then the rate per encounter shall be the medianof the payment rates per 
encounter for alFQHCsor RH=, as the case may be, statewide. 

iv. Rate adjustments. 

A. initial fate determineliens 

1. 	 On or about January 1,2002. the Department shall determine the m e d i c a l .  
and dental encounter rates for each participatingfqhc. These rates shall 
be paid for services provided on or after January 1,2001. Claims submitted 
and adjudictedprior to the entry of these rates into the Department'sclaims 
processing system snail k reconciledfor ea& effected FQHC. 

2. 	 On or M o r e  january 1,2009, the department shall determine the medical. 
and dentalencounter ratesfor each participating rhc. These rates shall be 
paid for services provided on or after january 1, Mol.Claims submitted 
a n d p r i o r  lo the entry of these  rates into the Department'sclaims 
processing system sham be reconciled for each affected RHC. 

TN #01-022 effective Date: 01/02/2002 
SupersedesTN #01-010 
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METHODS ANI) STANDARDS FOR ESTestablishing PpaymentNT R A T E S O T H E R  TYPE OF GAR�-
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6. Annualadjustment 

1 	 BeginningJanuary 1, 2002, andannuallythereafter,except as specified in 
a t h e  Department will adjust baseline rates bythe most recently 
available MEI. The adjustedrates shall be paid for services provided on or 
after the date of theadjustment. 

2. 	 except in the instance of a Center which provided Behavioral Health or 
visiting Nurse Services orlor to january 1, 2002. for the purposeof applying 
the january 1. 2002. adjustment by the most recently available Mkl. the 
baseline medicalsetvices encounter rate applicable for services provided 
from january 1. 2001,through December 31,2001, &&be redetermined 
after removalof costs andencounters attributable tobehavioral Health 
services 

C Scope of serviceadjustment. 

If a Center significantlychanges its scope of services, the Center may request 
that a new baseline encounter rate be determined. Adjustments to encounter 
rates will be made only ifthe changein the scope of services results in t h e  
inclusion of Behavioral Health Services.visiting Nurse Sen&?? or dental 
services or a differenceof at least five percent from theCenter'scurrent rate. 
The Department may initiatea rate adjustment. basedon audited financial 
statements orcost reports, If the scope of services has been modified 
include BehavioralHealth Services. visiting Nurse services or dental services or 
in a way that would result in a changeof at least five percent from the Center's 
current rate. 

v. Reasonable cost considerations 

The following minimum efficiency standards willbe applied lodetermine reasonable 
cost: 

A. Medical direct care productivity 

The Centermust average 4,200 encounters annually parfull-time equivalent 
(FTE) for physiciansand 2,100 encounters perFTE for mid-level health cafe staff 
(ie.,physician assistants, nurse practitioners. specialized nurse practitioners.and 
nurse midwives). 

B. Dental direct care productivity 

The FQHC Center must average 1.5 encounters perhour per FTE for dentists 

C. Behavioral Health Servlce direct care productivity 
t 

The Center must average2,100 annual encountersDer FTE: f o r  licensed clinical 
psychologists and licensed clinical social workers. 

D. visiting Nurse Service direct care productivity 

The Centermust average 2,100 annual encounters per FTE for licensedpractical 
or registered nurses providingvisiting Nurse services 

GE Guideline for non-physician health care staff. 

The maximum ratio of staff is four F T E  n o n - p h y s i c i a nhealth 
care staff for each FTE staff subject lo the direct care productivity standards in A 
and B above. I.\

* 

date:TN 4/01-022 Approval \ % / * b\ Date. 01/01/2002 
Supersedes TN #01-010 
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f. Allowable overhead. 

The maximum medicaaidallowable overhead cost is 35 percent of allowable 
&&-&&&cast. 

vi. 	 Adjustmeals for medicalservices paid for by a managedcare 
organization (MCO) 

The Departmentshall make payment adjustments to a Center if it providescare 
through a contractual arrangement with a Medicaid 
(MCO)and is reimbursedan amount, reported io the Department, thath less than 
Me minimum payment required in 42 U.S.C. 1398a(aa). The amount of any such 
paymentadjustments shall kat a fired annual rate 85 determined by the 
d e p a r t m e n t 
8-Far each Center 30 eligible, a 
payment adjustment shall take inlo consideralion thetotal payments made by the 
MCO to the center (including all paymentsmade on a service-by-service encounter, 
or witation basis4 

* * In the event that Center cost data related 
to MCO are unavailable lothe Department, an estimate of such costs may 
be used b a t  takesinto considerationother relevantdata. Adjustments will be made 

at least quarterly, only for Medicaideligible senticesae4tkdh 
thi&W#h- All suchsewices mud be defined in a contract bekeen the Center 
-and withan MCO. Such contracts must be made available tothe department. 

vii. audits 

All cost reportswill be audited by the department The centerwill be advised of any
adjustment resultingfrom these audits 

viii. Allemate paymentmethodology p 
A. For government-operated centers 

A Center operatedby a stale or localgovernment agencymay elect to be 
reimbursed under the alternate paymentmethodologydescribed in this 
subsection viii. 

a.1. 	The Slate or localgovernment agency shall enter into an interagencyor 
intergovernmentalagreement as appropriate, with the department that 
specifies the responsibilitiesof the two paflieswith resped to services 
provided by !he Center and the funding themof. 

W 	The Center operated by a Slate or local government agency shall be 
reimbursedby the department on a p e r  encounter basis according to the 
provisions of subsections I through vii of this section. 

e& 	The state or local government agency shall certifythe expenditure of public
funds in excess of reimbursementratxiwedfrom the department Under 
pafagraph B, and any reimbursement from other payers (e.g.. an insurance 
company, a managed care organization) for  setvicesprovidedto individuals 
eligible for medical assistants programs administered by the Department, 
providedthe funds were not derived from a federalfunding source or were 
not otherwise used as a State or l o c a l  match for federal funds. The 
certification shall bo in a farm and lormat specified by theDepartment. The 
certification shall be f i l e d  within 30 days after the submission of the annual 
cost report.The certificationshall compare expenditures withinthat Cast 
repotting period to paymentsreceived/receivaleforthat same period. 

TN #01-022 approval date: G'*' t '!\\\i Effective Dale: 01/01/2002i 
Supersedes TN#01-010 
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W-	 The certified expendituresshall be used by the Department to claim federal 
financial participation. Federal funds resultingfrom the claiming of the 
certified expenditures shallbe distributed, inaccordance i&agto the provisions 
of the agreementreferenced in a1,paragraph to the Stah or the 
government agency thatoperatesthe Center that provided the services. 

B. certain qualifying Centers 

1 	 No later than 30 days after the initial rate determination specified in iv.a. \he
1 
payment methodologyA Center wi l l  qualify for this alternativepayment 
methodology if the Department'sestimate of the total amount to be paid to 
the Center for services provided during the twelve-month modending 
december 31.3001. under the reimbursement policy and rates in effect mor 
@ the initial rate determinationis oreater than the total amount thatw i l l  be 
paid for those same servicesunder the initialrates.Thedepartmentshall 
notify each qualifying Center, in writing,of the result of this determination. 

2. 	 A qualifying Center may, for services provided from january 1.2002. through 
December 31.2002. elect to be reimbursed under the alternate -went 
methodology described in this subsection. A qualifyingCenter must notifythe 
department in writing, no later than 30 days following the date of the written 
notificationfrom the department as its election lo be reimbursed under this 
alternative payment methodology 

3. 	 A Center electing MIS alternative payment system Shall be reimbursed by the 
department on a per encounter bask according to theprovisions A through
K.except the medical encounter payment rate shall be increasedby an 
amount equal to twice the quotient resulting from the department’s estimate 
of the difference between(11the total amount La be paid to the centerfa[
servicesprovidedduringthetwelve-monthperiodendingDecember31, 
2001. under the Initialrates as determined in n.a. and B and 12)the total 
amount that would have been paid under the payment rates m effect prior to 
the initial rate determination.divided by the department’sestimate of total 
medical encounters during the twelve-month periodending December 31,
2001. 

4. 	 Centers that are certified by the department of HumanServices. Office of 
mental Health. or the department of children and Family Services to provide 
behavioral Health Services may electan alternate payment methodology for 
their Behavioral Health Services. An election ofthis alternate payment
methodologywillallowthecenterstobereimbursedundertheprovisionsof 
4,19-8 L21 - Rehabilitative Services. A qualifyingCenter must notify the 
department in writing no later than30 days alter the date of the written 
notifiation f rom the Department. of its election to be reimbursed under this 
alternative payment methodology 

viii. Multiple service sites operated by a Center. 
All service sites operated by a center shall be reimbursed usingthe-Center's 
established encounter rates. except in the instance where the sites had submitted 
separate cost reports for f i s ca l  years endins in 1999 and 2000 and separate baseline 
rates were determineckfor t h e  site 

. .)a : 
TN PO1-022 Approval date: ' ..I ' Effective Date: 01/01/2002 
Supersedes TN #01-010 
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METHODSAND STANDARDS FOR ESTABLISHING PAYMENT RATEs--oTHERTYPE OF CARE-
BASIS FOR REIMBURSEMENT 

ix. Appeals. 

& 	allappeals of audit adjustments or rate dewminations must be submitted in 
writing to the Department. all appeals must be submitted within 30-60 calendar 
days ofrateafter me notification of such adjustmentorratedetermination 
-If upheld. t h e i t adjustment or rate determination shall be made 
effective as of the beginning of the rate yearperiod 

)-

. .1-
P 

B. 	 To be accepted for review. the written apnea1 shall include the following: (11 the 
current approved reimbursement rate. allowable costs, and the additional 
reimbursable costs sought -oh the anmat. 121a clear.concise statementof 
the bask for the appeal 13)a detailed statement of financial. statistical, and 

the addtianal reimbursablecoats as submitled and the circumstances creating
the need .for Increased reimbursement:and, 14) a statement by thecenter’s chief 
e 3 
information contained in the center’sreports. schedules. budgets books 
and records submitted are true and accurae 

;"21 2001 
TN 1101-022 Approval dale: . Effective Date: 0110112002 
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